Internal Revenue Service Department of ths Treasury
District Director

Person to Contagt:

Contact Telephones Number:
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Dear Applicant:

We have considered your application for tax—exempt status under
section 501{c){(3) of the Internal Revenue Code.

The evidence presented disclosed that you were incorpcrated -+in

the State of N o~ T .

The purposes for which the corporation was formed are to provide
hockey refereeing services to organized youth hogkey programs 9n
the northern geographic section of the state and to other hockey
groups when deemed acceptable.

I i 1 ]
provide and schedule referees as requested and as needed to
vouth hockey groups, elementary and secondary schools and adult
leagues. The organization will also maintain, develop and
improve the skills of its referees by providing seminars and
zraining sessions.

Your sources of financial support cgonsist of fees charged for
officiating hockeyv games and membership fees. The financial
information submitted with your application reflects that a
large portion of your +ncome is derived from the fees charged
for officiating games. A schedule of the fees changed 1ist fees
ranging from $HE to $IH.

Section 501(c)(3) of the Code provides, in part, for the
exemption from Federal income tax of organizations organized and
operated exclusively for charitable, religious, scientific or
educational purposes, no part of the net sarnings of which
inures to the benefit of any private shareholder or {dndividual.

In order to qualify under IRC 501(c)(3), an organization must be
both "organized" and "operated" exclusively for ocne or more
purposes specified in that section. If the crganization fails
to meet either the organizational test or the operational test,
it is not exempt. (Regs. 1.501(ec)(3)~1(a)(1)). The
organizaticnal test relates to the rules for governing an
organization and the purposes stated in its articles of
organization. The operational test relates to the
organization’s activities.



Section 1.501(e)(3)~1(b)(4) of the Regulations states that "an
organization is not organized exciusively for one or mere exempt
purposes unless its assets are dedicated to an exempt purpose.
An organijzation’'s assets will be considered dedicated to an
exempt purpose, for example, if upon dissolution, such assets
would, by reason of a provision in the organization's articles
or by operation of law, be distributed for one or more exempt
purposes, or to the Federal government, or to a State or Tocal
government, for a public purpose, or would be distributed by a
court to ancther organization to be used in such manner as 1in
the Jjudgment of the court will best accomplist the general
purposes for which the dissolved organization st nrganized.
However, an organization does not meet the organ’»tional test
if its articles or the law of the State in which ix was createod
provide that 9ts assets would, upon dissolution, be distributed
to its members or shareholders."

Section 1.501(c)(3)~1(c)(1) of the Regulations states that if
more than an insubstantial part of an organization’s activities
is not in furtherance of exempt purposes, the organization will
not be regarded as exempt.

Section 1.508-1(a)(2)(i) of the Income Tax Regulatichs states
that an organization seeking exemption under section 501(c)(3
must file the notice described in section 508(a) within 15
months from the end of the month in which the eorganization was
organized. Such notice tis filed by submitting a properly
completed and executed Form 1023, exemption application, with
the District Director.

Revenue Ruling 72~369, 1972 - 2 C.B. 245, provides that an
organization formed to provide managerial and consulting
services at cost to unrelated exempt organizations does not
qualify for exemption under section 501(c)(3) of the Codo. The
ruling emphasizes that an organization is not charitable merely
because ts operations are not conducted for the purpose of
producing a profit. Further, providing managerial and
censulting services on a regular basis for a fee is a trade or
business ordinarily carried on for profit. The fact that the
services are provided at cost and solely for exempt
organizaticns is not sufficient to characterize this activity as
charitable within the meaning of secticn 501(c)(3) of the Code.
Furnishing the services at cost Tacks the donative element
necessary to establish this activity as charitable.

An crganization is organized exclusively for one or more exempt
purposes only 1if its articles of organization limit the purposes
of such organization to one or more exempt purposes; and do not
expressly empower the organization to engage, otherwise than as
insubstantial part of 9ts activities, in activities which +in
themselves are not in furtherance of one or more exempt
purposes.



The organization’s certificate of incorporation does not Timit
its purposes to those within the purview of section 501(c)(3) of
the Code. In addition, the certificate did not contain a
dissolution provision dedicating your assets to an exempt
purpose. Therefore, the certificate of -incorporation of the
T o Ts to
meet the organizational test reguiremants of section
1.501(1)C(c)(3)~1(k) of the Regulations.

The organization’s Form 1023, exemption application, was filed
more than 15 months from the end of the month in which your
organization was formed. Your organization failed to meet the
filing requirements +in section 1.508-1(a)(2)(i) of the Income
Tax Regulations. Based or the facts and circumstances presenter
in your request for relief under section 1.891C00-1 of the Income
Tav, Regulations, an extension of the filing period by section
1.508-1(a)(2) of the regulations has not been granted.

Your primary activity is similar to the activities of those
described in Revenue Ruling 72-369 in that you are essentially
engaged in the business of providing referee services for hockey
games. As stated in Revenue Ruling 72-369, the provision of
such services for a fee at no more than cost is not an exempt
activity under section 501(ec)(3) of the Code. You are
conducting an activity indistinguishable from an ordinary
commercial enterprise.

In addition, your certificate of incorporation expressly
empowers you to engage in ccommercial activities which are not
in furtherance of an exempt purpose. To rejterate, the
certificate provides, in part, that you will provide hockey
refereeing services.

In 1ight of thes above, we hold that you are not entitled to
exemption under section 501(¢)(3) of the Code because you are
not organized or operated exclusively for charitable purposes.

Accordingly, we conclude that you do not meet the requirements
for exempt status under section 501(c)(3) of ths Code and
propose to deny your request for exemption under that section.
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You are required to f<'2 a taxable return Form 1120 or 1041 with
the District Director of Internal Revenue Service. Piease send
the return to tihe Internal Revanue Service, P.0. Box 1681,
General Post Office, 3rockliyn, dNY 11202,

Contributions made to you are not deductible by the donors as
charitable contributions as defined in section 170(z) of the
Code.

If you do not agree with this determination, you may reguest a
Conference with tha. Regional Director .of Appeals by protesting
in accordance with the enclosed instructions ' jchin 30 days.

Protests submitted which do not contain all the documentation
stated in the instructions will ke returned for completion.

If we do not hear from yvou within that time this determination
will be considered final and the approprizte State Officials
wili be notified.

If you do not protest this proposed determination in a timely
manner, it will be considered by the Internal Revenue Service as
a failure to exhaust available admiristrative remedies. Sect<ion
7428(b3(2) of the Internal Revenue Code provides Sn part that "A
declaratory Jjudgment o~ decree under this section shall not be
issued in any proceed:": unhless the Tax Court, the Claims Court,
or the District Court v the United States for the District of
Columbia determines that the organization involved has exhausted
administrative remedies available to 4t within the Interna’l
Revenue Service."

Sinceral

District Director

Enclosure: Publigation 8§82



